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§1206.181

(B) To compute a return on depre-
ciable capital investment, you must
multiply the initial capital investment
in the processing plant by the rate of
return determined under paragraph
(b)(2)(v) of this section. No allowance
will be provided for depreciation. This
alternative will apply only to plants
first placed in service after March 1,
1988.

(v) The rate of return is the indus-
trial rate associated with Standard and
Poor’s BBB rating. The rate of return
is the monthly average rate as pub-
lished in Standard and Poor’s Bond
Guide for the first month for which the
allowance is applicable. The rate must
be redetermined at the beginning of
each subsequent calendar year.

(3) Your processing allowance under
this paragraph (b) must be determined
based upon a calendar year or other pe-
riod if you and ONRR agree to an alter-
native.

(4) The processing allowance for each
gas plant product must be determined
based on your reasonable and actual
cost of processing the gas. You must
base your allocation of costs to each
gas plant product upon generally ac-
cepted accounting principles. You may
not take an allowance for the costs of
processing lease production that is not
royalty-bearing.

(c) Reporting your processing allow-
ance. (1) If ONRR requests, you must
submit all data used to determine your
processing allowance. The data must be
provided within a reasonable period of
time, as ONRR determines.

(2) You must report gas processing
allowances as a separate entry on the
Form MMS-2014. ONRR may approve a
different reporting procedure for allot-
tee leases, and with lessor approval on
tribal leases.

(d) Adjusting incorrect processing al-
lowances. If for any month the gas
processing allowance you are entitled
to is less than the amount you took on
Form MMS-2014, you are required to
pay additional royalties, plus interest
computed under §1218.54 of this chapter
from the first day of the first month
you deducted a processing allowance
until the date you pay the royalties
due. If the processing allowance you
are entitled is greater than the amount
you took on Form MMS-2014, you are

30 CFR Ch. XII (7-1-11 Edition)

entitled to a credit. However, no inter-
est will be paid on the overpayment.

(e) Other processing cost determina-
tions. You must follow the provisions of
this section to determine processing
costs when establishing value using ei-
ther a net-back valuation procedure or
any other procedure that requires de-
duction of actual processing costs.

[64 FR 43515, Aug. 10, 1999, as amended at 73
FR 15891, Mar. 26, 2008]

§1206.181 How do I establish proc-
essing costs for dual accounting
purposes when I do not process the
gas?

Where accounting for comparison
(dual accounting) is required for gas
production from a lease but neither
you nor someone acting on your behalf
processes the gas, and you have elected
to perform actual dual accounting
under §1206.176, you must use the first
applicable of the following methods to
establish processing costs for dual ac-
counting purposes:

(a) The average of the costs estab-
lished in your current arm’s-length
processing agreements for gas from the
lease, provided that some gas has pre-
viously been processed under these
agreements.

(b) The average of the costs estab-
lished in your current arm’s-length
processing agreements for gas from the
lease, provided that the agreements are
in effect for plants to which the lease is
physically connected and under which
gas from other leases in the field or
area is being or has been processed.

(c) A proposed comparable processing
fee submitted to either the tribe and
ONRR (for tribal leases) or ONRR (for
allotted leases) with your supporting
documentation submitted to ONRR. If
ONRR does not take action on your
proposal within 120 days, the proposal
will be deemed to be denied and subject
to appeal to the ONRR Director under
30 CFR part 1290.

(d) Processing costs based on the reg-
ulations in §§1206.179 and 1206.180.
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SOURCE: 54 FR 1523, Jan. 13, 1989, unless
otherwise noted.
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